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Facts in Brief 


SALES 

NET INCOME 

EARNINGS PER COMMON SHARE 
CURRENT RATIO 

WORKING CAPITAL 
SHAREHOLDERS’ EQUITY 


1974 


1973 


($000’s except 
per share data) 


$122,339 
3,119 
74 

1.4 to 1 
16,023 

$ 19,858 


$119,948 


09 

15 ton 
1337 

$ 16,995 
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Mes Operating Divisions 


PRESIDENT 


R. A. Stevens 


VICE-PRESIDENT 

RESEARCH AND 

DEVELOPMENT 
F. O. Price 


Weston 
National Appliance Sales 
and Distribution. 


Weston/London 
Moffat, McClary Ranges, 
Corning Cooktop. 


London 
Moffat, McClary Refrigerators. 


London 
Moffat, McClary Automatic 
Clothes Washers & Dryers. 


Fergus/London 
Freezers and Room 
Air-Conditioners. 


Toronto 

GSW National Home Service 
for Moffat, McClary, Beatty, 
Easy Appliances. 


Weston 
Heating Elements. 


Weston 
— Dishwashers 
— Microwave Ovens 
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D. G. Fixter 


VICE-PRESIDENT 
CORP. SUPPLY AND 
TRAFFIC 
G. S. Dickson 


GENERAL MANAGER 
COMMANDO CHROME 
PLATING DIVISION 
J. Kirkby 


Fergus 

Mechanical Feeding, Silo 
Unloaders, Gutter Cleaners, 
Liquid Manure Spreaders, Steel 
Pens and Stalls. 


Ajax/Fergus 

Beatty, McDougall & Sta-Rite 
Domestic Water Pumps, Tanks 
and Accessories, Swimming Pool 
Equipment. 


Fergus 

Electric & Gas Water Heaters, 
Glass Lined Range Boilers and 
Storage Vessels. 


Hamilton 

Galvanized Ware, Dairy Pails, 
Stove Pipe, Roof Drainage, Waste 
Baskets. 


London 
Toilet Compartments, Metal 
Lockers and Gym Boxes. 


Fergus 
Wringer Washers, Lovell 
Wringers, Components. 


Bramalea 
Barnes Sewage and General 
Purpose Pumps. 


Winnipeg 
Engine Driven & Effluent Pumps, 
Solid State Controls. 


GENERAL 
PRODUCTS GROUP 


GENERAL MANAGER 
HOUSEWARES 
DIVISION 
N. St-Jean 


Montreal 


Cookware & Pantryware 


GROUP 
VICE-PRESIDENT 
N. H. Smith 


GENERAL MANAGER 
FARM EQUIPMENT 
DIVISION 
K. E. Pifer 
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D. G. Green 


GENERAL MANAGER 
WATER HEATER 
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W. R. Arbuthnot 


GENERAL MANAGER 
METALWARES 
DIVISION 
D. G. Woodrow 


GENERAL MANAGER 
BUILDING PRODUCTS 
DIVISION 
D. J. Temple 


GENERAL MANAGER 
INDUSTRIAL 
DIVISION 
R. J. Hammett 


GENERAL MANAGER 
INDUSTRIAL PUMP 
DIVISION 
M..O. Hickman 


GENERAL MANAGER 
EPM MFG. DIVISION 
A. M. Tooley 


The Range Division was established July 1st, 1974 with 
headquarters at the Weston Range Plant. Moffat, McClary 
and private label brands are manufactured by this Division. In 
the Spring, Range Engineering was moved to Weston and 
the staff (which moved from London) was supplemented by 
additions in the Fall. Consolidation of engineering allowed 
all Division functions to be brought under one roof, in order 
to develop a co-ordinated team effort. 1974 was planned as a 
year when quality, cost and meeting customers’ time com- 
mitments would be emphasized. These plans were realized 
with the combined output of Weston and London meeting 
production schedules in excess of 98% of the time while 
quality improved and costs were reduced. Output was im- 
proved by rearrangement and installation of an additional 
press in Weston and retention of the London range facility. 

Selling prices to customers had to be increased steadily in 
1974, in view of the continuing spiralling costs of materials 
and services. Cost reduction efforts in Engineering and 
Manufacturing have been intensified, though never at the 
expense of quality. 

Our leadership in ranges continued with the introduction 
of two new Moffat brand Smooth Top Ranges and Surface 
Units. These new ranges allow cooking with any flat- 
bottomed pot or pan, in contrast to the “First Generation”’ 
Smooth Tops which required special cookware. This series is 
now available with either Continous Clean or Self Clean 
ovens. Our dealers report that Moffat Smooth Top Ranges 
have already gained widespread acceptance with our 
customers. 


The Refrigerator Division was also established July ist, 1974 
as part of our Policy of decentralizing the former Appliance 
Division into Product Divisions. 

This Division is responsible for all facets of the GSW re- 
frigerator business, except distribution and selling which are 
retained as central functions in the Sales & Distribution De- 
partment. This Division also acts as the London Site 
caretaker with regard to Site dealings with Unions, Municipal 
and Provincial Authorities and the provision and mainten- 
ance of all necessary Site services. 

The Division manufactures a complete range of domestic 
refrigerators ranging from 10 cu. ft. manual units to 16 cu. ft. 
Frost Free models. It also markets an imported line of Side- 
by-Side units in the 17 and 21 cu. ft. capacity range. GSW 
refrigerators have established a reputation of high quality, 
with features such as porcelain interiors, crispers and meat 
keepers. Units are sold to leading Canadian appliance retail- 
ers under our own Moffat and McClary brand names as well 
as under Private Label brands. 

In addition to manufacturing refrigerators, the Division 
also produces a full range of foam insulated freezers on 
behalf of the Freezer Division. 

The Divisiqn is sub-divided and controlled by Management 
teams for Manufacturing, Plant Services, Industrial Rela- 
tions, Materials, Marketing, Engineering and Quality Control. 


The Housewares Division 


During 1974, the Housewares Division stepped up the im- 
plementation of a consumer-oriented approach to the mar- 
ketplace; as a result, record sales and profits were achieved. 

Extensive consumer research inspired the technological 
input from the Research and Development Center and from 
GSW culinary and design experts. This produced improved 
product quality, features, and appearance. The increased 
value of GSW Housewares products was communicated 
to our consumers by intensive, effective merchandising 
techniques. 

The strategic plan of this Division will continue during 1975 
when the effects of major 1974 investments in people, 
machinery, and tools will become apparent. 

The Baie D’Urfe plant’s production reached an all-time 
high in 1974. In spite of the increase in high-volume produc- 
tion of quality products during this period, this plant also 
catered effectively to specific customer needs. 

The Housewares Division has reinforced its distribution 
pattern to place its products within familiar retail ‘“‘reach”’ of 
the consumer. During 1974, an export program was begun. 

The Division’s thriving relationship with Mirro Aluminum 
Company supplements our ability to supply high quality 
aluminum kitchen products. The Division also has a license 
agreement with a major U.S. pantryware manufacturer, 
Lincoln Metal Products Corp. 


From Marketing through Industrial Design, Engineering, and 
Manufacturing, the Laundry team achieved several major 
goals in 1974. Profitability improved considerably; warranty 
expenses were reduced substantially. 

Continuous reliability testing of our equipment, as well as 
that of our competitors, has given us rapid, accurate insight 
into the quality, performance, and value the Canadian 
consumer can expect from Moffat and McClary laundry 
products. Improvements in manufacturing methods and 
cost controls have been a direct result of this extensive 
programme. 

Quality Control and Reliability Testing groups work closely 
through the network of Purchasing, Engineering, Manufac- 
turing, Warehousing and the GSW Home Service Division to 
ensure that the best possible laundry appliance arrives at our 
customer's door. 

GSW laundry sales specialists have been appointed. Our 
laundry dealers are given special training by these sales 
specialists to assure that our customers’ needs and expecta- 
tions concerning top quality, well-styled, reliable laundry 
equipmentare fully satisfied by the products of this Division. 


The Element Division completed its reorganization during 
the year with staff additions in Product Engineering, the 
acquisition of new plant supervision and the establishment 
of its own accounting department. An experienced man- 
agement team with strengths in both element manufacturing 
and heating technology was assembled to support plans for 
the growth of business from outside customers and product 
diversification. 

Aluminum baseboard elements and copper water heater 
elements were added to our product range, thus broadening 
the total product and customer base and providing excellent 
growth potential. The production of service replacement 
element kits was also added to consolidate the manufactur- 
ing process of element-related products in one location. 

In a highly-competitive environment, product quality and 
cost are key criteria of asuccessful supplier. We have, there- 
fore, undertaken new investments in sophisticated testing 
and production equipment to provide continued improve- 
ment in this area. 


The Freezer 
Air Conditioner Division 


In recognition of unique market, distribution and competitive 
requirements, the Freezer/Air Conditioner Division was es- 
tablished in late 1973. The Fergus Plant (the new Division 
headquarters) produces fibreglass insulated freezers and 
air conditioners. Foam insulated freezers produced at the 
London Plant are also distributed by this Division. 

Accelerating food prices and material shortages in 
1973/74 created consumer demands far beyond the produc- 
tion capabilities of the industry. Strong growth is expected to 
continue, as the freezer today has evolved as a workable 
means of saving on high food costs, and also as aconvenient 
storage centre for frozen, semi-prepared foods for working 
mothers. 

During 1974, the autonomy of the Divison was established 
by the creation of separate functions (Sales, Marketing Ser- 
vices, Accounting, Engineering and Manufacturing) at the 
Fergus Plant. In addition, a plant extension and internal re- 
arrangements were completed to better cope with material 
storage demands and increased production levels for the 
two product lines. 

Division activities in 1974 were focused on the following 
objectives: establishing a balanced retail distribution across 
Canada; perfecting a safe-temperature warning system for 
freezers; adding system leak-detecting equipment to pro- 
duction in both London and Fergus Plants; and, in acquiring 
additional tooling to become self-sufficient in the manufac- 
ture of Air Conditioners. 


Sales and Distribution 


Sales and Distribution is responsible for national coverage of 
the company’s Moffat and McClary appliance dealer net- 
works. The sales force is organized under three Area Sales 
Managers in recognition of the differences in the needs of 
our customers across Canada. Monthly meetings were held 
in each region to ensure continuing training on product 
knowledge and merchandising techniques. 

There is also a National sales force looking after the needs 
of Builders and Government Agencies. 

A project of Sales and Distribution in 1974 was the re- 
organization of our two large London, Ontario warehouses. 
Customer order processing time was improved by over 20%; 
inventory storage capacity was increased by over 35% and 
our cost of operations was lowered significantly. 

Major changes at the Highbury warehouse included modi- 
fication and installation of powered receiving conveyors, the 
addition of three new shipping doors, and product re- 
arrangement. Electronic data receiving equipment was in- 
stalled: orders are now transmitted direct from Toronto, re- 
ceived on multi-copy shipping sets and filled quickly and 
accurately. 

Increased inventory storage capacity helped improve 
direct carload and truckload delivery services. The main 
London plant warehouse is now used primarily as a marshal- 
ling area for prescheduled orders which are assembled and 
loaded directly from the production line. With the introduc- 
tion of perimeter aisle storage, we have ensured proper rota- 
tion of finished inventory. 


The Service Division 


1974 was an eventful year for the Service Division, with three 
significant achievements: 

—Purification of the London and Weston replacement 
parts inventories; the consolidation of the two 
warehouses into one by adding 16,000 sq. ft. to the 
Weston Parts Distribution Centre; 

—the opening of branches in Peterborough and Barrie; 

—the moving of the Hamilton branch to a better location. 

These moves produced a higher degree of efficiency with 
less personnel than in 1973. We presently employ 386 people, 
of which 208 are skilled technicians serving the needs of 
owners of GSW appliances. During 1974, our GSW Home 
Service Division carried out 200,000 calls, including those 
completed under the terms of our Consumer Warranties. 

Television advertising is now being used to increase our 
share of Out-of-Warranty work, and to inform the public of 
the relationship of GSW Home Service to Moffat, McClary, 
Beatty and Easy brands. 

Last December saw the completion of our Microfiche sys- 
tem. This system will replace the present method of produc- 
ing Service publication catalogues and will result in greater 
efficiency and considerable annual savings in printing costs. 

The Division is now providing monthly computerized 
Quality Audit Reports in sufficient detail for use as a Mange- 
ment tool and an Engineering guide to priorities for product 
improvement. 

Training, standardizing of systems and employment stabil- 
ity have strengthened the value of both the Mangement and 
Technical people in our 18 depots across the country. In 
Ontario alone, the responsibilities of three Field Service 


Supervisors have now been assumed by local GSW Home 
Service Managers, who now work closely with Independent 
Service outlets. Services performed by local Home Service 
Management include, providing parts from Branches in the 
areas; policing labour billing; warranty parts returns; and 
training of depot personnel. 


The Pump Division 


The Domestic Pump Division achieved a record year in sales 
and a significant improvement in market share in 1974. De- 
spite extremely difficult supply conditions, output from the 
manufacturing facilities at Fergus and Ajax increased sub- 
stantially. A new galvanizing facility was engineered and 
installed at Fergus, incorporating the ‘‘wet flux’’ dipping 
method. This modification improved both quality and pro- 
ductivity by approximately 40%. 

A new product series was added to complement the 
Swimming Pool line, including high rate sand filters, 
diatomateous earth filters, and pool accessories. As a result, 
we now have a solid position in the Swimming Pool market, 
and have established a separate Marketing Department to 
promote this line. Other new additions and product im- 
provements introduced during 1974 included two brass- 
impellered jet pumps; a laundry tray pump with rotary seal, 
and a new top-suction galvanized sump pump. 

To mark the Beatty Centennial Year, a new colour co- 
ordinated logo was designed for the Domestic Water System 
Pump lines. Hand pumps (once the mainstay of the Pump 


Business) are still being produced, and a major export order 
for Ghana was negotiated in 1974. 

With long range requirements in mind, studies are being 
made of existing pump manufacturing facilities in Fergus, 
Ajax and Winnipeg. The recommendations derived from 
these studies will determine how the Pump Division will meet 
the increased demands of the future. 


The Farm Equipment Division 


1974 sales improved over the 1973 level as a direct result of 
the buoyancy of the farm livestock housing and feeding in- 
dustries. Our sales volume however, was restricted by manu- 
facturing rearrangements and further hampered by aserious 
shortage of key materials. 

The new Century Silo Unloader acquired from The 
Calumet Company, Inc., was introduced and made fully op- 
erational. The Pit Agitator Pump was re-engineered for 
manufacture and introduction to the market in early 1975. 
Future growth plans are based on specialization in the fol- 
lowing products: manure handling equipment; standard 
stationary penning and stall equipment; watering and feed- 
ing equipment. 

Late in the year, a major reorganization of the Division 
established a Materials’ Organization with the responsibility 
for materials and inventory control from order processing to 
finished goods and shipping. This Organization is under the 
direction of the newly-appointed Materials’ Manager. Other 
new appointments during the year included a Controller and 
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a Sales Promotion Manager. 

These changes have added strength and flexibility to the 
Division, placing it in a favourable position to implement 
mate plans for the further growth of the Farm Equipment 

ivision. 


The Water Heater Division 


The Water Heater Division during the past year established 
new manufacturing facilities at the Fergus site. 

New equipment start-up and a shortage of experienced 
personnel led to a production slowdown throughout the 
summer months. In-plant training programmes were or- 
ganized to offset the shortage of skilled personnel, and asa 
result, the Division’s production returned to satisfactory 
levels. The new facility is equipped with some of the most 
modern machinery available for the manufacture of glass- 
lined tanks. It will provide the Division with the necessary 
production capacity to meet its needs for several years 
ahead. 

With the start-up problems of plant relocation now behind, 
the Division anticipates continued progress in 1975. 
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The short and long range plans of the Division were acceler- 
ated in 1974. Aservice group was added, with a manager and 
planner, to improve forecasting, production control and cus- 
tomer service. A recent survey indicated that this addition 
was beneficial and that we did in fact service our customers 
better than the majority of their other suppliers through the 
material shortage period. 

A plan was advanced through the formation of product 
management and engineering teams to concentrate on 
Home Improvement products in addition to metalwares. 
These teams have identified new products for the future 
growth of the Division. 

The finance function was strengthened by the addition ofa 
Credit Supervisor and Systems Manager, resulting in im- 
proved investment control, customer service and manage- 
ment information systems. We have added a total of twelve 
staff personnel for training, growth, maintenance and im- 
proved customer service. 

The new ‘‘K’’ style rainware line was successfully intro- 
duced. Colour was added to the garbage can and pail lines 
with good consumer response. The new modified rectangu- 
lar waste basket and convenience packaging of rainware 
fittings are on-stream for introduction in early 1975. 


The Building Products Divison 


During 1974, there was a marked increase in customer de- 
mand for the line of products manufactured by the Building 
Products Division. 

In order to cope with the heavy influx of new orders during 
1974, we implemented a new order entry system, which, 
coupled with improved production scheduling, provided cri- 
tical delivery information to our customers in the construc- 
tion industry. The Division now has national coverage, and 
with the development and appointment of new outlets, we 
have excellent representation and at least one stocking dis- 
tributor in each province. 

The volume of orders from the domestic market required 
more than our available manufacturing capacity, and be- 
cause of this, we plan to enlarge our production and shipping 
facilities during 1975. We also intend to explore and develop 
export opportunities to supplement our growing share of the 
Canadian market, and thus ensure continuing expansion of 
sales and profitability in the Building Products Division. 


The Industrial Division 


The Industrial Divison is located in Fergus and occupies 
one-third of the Hill Street facility. Its main activity is the 
manufacturing and marketing of wringer washing machines. 
It also provides a manufacturing service to other GSW 
divisions. 

In 1974, responsibility for the marketing and distribution of 
wringer washers in Canada was transferred from the 
Appliance Division to the Industrial Division. This has re- 
sulted in a more effective and specialized distribution 
organization. 

The export market for both machines and components 
continues to represent a considerable portion of our total 
business. Distribution is effected through our own agents 
and the multinational corporations. 1975 will see additional 
activity in this area. 
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Quality Program 


We believe the quality of our products determines both the 

consumer Satisfaction we deliver and our long term success. 

In order to ensure quality, GSW; 

(a) has rigorous inbound inspection of material and 
components from suppliers; 

(b) carefully inspects products; 

(c) carries out a detailed quality audit check daily on a 
significant sample of our inventory; 

(d) performs ‘“‘life tests’’ continuously. 

Our quality efforts are supported by the GSW Home 
Service Division. This effectively provides prompt, effective 
warranty and out-of-warranty service, and also feeds back 
operating information from consumers’ homes directly to 
Our engineers and factories. 


Our people make it possible 


Managers recognize their responsibility to ensure GSW is a 
‘‘people-oriented’’ company. In addition to their operational 
responsibilities, all managers and supervisors must deter- 
mine and consider the needs and requirements of employees 
at all levels. 

The mutual interests of the Company and its employees are 
recognized and discussed on an individual and a group basis 
at regularly scheduled meetings. Common interests are the 
functions of Labour/Management Committees, Safety 
Committees and Periodic Employee Communications meet- 
ings. Company-wide communications are aided by a regu- 
larly published newspaper, “The GSW Review’’. The Review 
is published in English and French and its contents are con- 
tributed by employees at all levels throughout the Company. 

GSW is especially proud of its high percentage of long 
service employees. Their skills and accumulated knowledge 
assure the continuing production of high quality products. 
Quarter Century Clubs have been formed, with over 750 
members, to give due recognition to these highly valued 
present and pensioned employees. 
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Supply Developments: 


1974 proved to be a very difficult year in Supply: all Divisions 
of GSW were affected. 

In the Appliance Group, production of refrigerators and 
freezers was affected by the shortage of compressors. 
Plastics, steel, electrical wiring and packaging were all in 
short supply, making production scheduling difficult. 

In the General Products Group, the scarcity of grey iron 
castings created major problems in the Pump, Farm Equip- 
ment and Industrial Divisions. Steel, electric motors, packag- 
ing, and many other components were in very tight supply. 

The Housewares Division experienced similar problems to 
the other Divisions with aluminum supply being the critical 
area. 

Price increases to GSW from suppliers also reached an 
unprecedented high. In spite of this difficulty our suppliers 
endeavoured to keep production rolling in all plants during a 
very difficult and trying year. 

By the close of 1974, the Supply shortage situation 
changed dramatically with the sudden downturn in the 
economy. As a result, no material or component availability 
problems are anticipated in 1975. 


Our future 
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For GSW to maintain long term competitiveness as an inde- 
pendent Canadian company, it needs to invest heavily in 
Research and Development activities in each major product 
area. In recognition of this need, the Company in 1972 estab- 
lished a technical centre within the Sheridan Park Research 
Community in Mississauga, Ontario. 


Purpose 

Functionally, the Research centre has a three-fold purpose: 
First, to monitor world wide technological developments 
through organization of technical information, evaluation 
of new products, materials, processes and patents. 
Second, to act as a corporate technical consultant group 
to operating Divisions in the solution of their specific 
technical problems, and to disseminate and interchange 
technological developments between Divisions. 
And Third, to co-ordinate government financial support of 
eligible technical activities. 

Rather than attempting itself to develop and maintain in- 

depth R & D expertise relative to each of the Company’s 

diverse products or businesses, the Centre surveys on a 

world wide basis, technical developments most likely to af- 

fect the various GSW businesses. 
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People 

The Research Centre staff comprises twenty personnel or- 
ganized into flexible project teams composed of both pro- 
fessional and technical individuals, and supported by asmall 
administrative group. New projects (almost exclusively in- 
itiated by Divisional requests) are assigned to project teams 
according to priority and the technical discipline and exper- 
tise of the team’s participants. Project execution is directed 
in accordance with Divisional needs. 


The GSW position in the Canadian Pump market was further 
strengthened in 1974 by two significant acquisitions: 


iS 


In January, the Barnes company of Canada was pur- 
chased from the parent company, Peabody Barnes Inc. of 
Mansfield, Ohio. A long-term technical agreement was 
also negotiated to guarantee the ongoing benefits of Pea- 
body Barnes’ technology and their strong position in the 
North American market for sewage and engine-driven 
pumps. 


In May, the EPM company, in Winnipeg, was acquired 
and with it a range of sewage effluent handling systems, 
engine-driven pumps and general purpose centrifugal 
pumps. In addition, EPM has designed and produced 
solid state control devices for use with farm feeding sys- 
tems and pumping installations. 


Both acquisitions will provide opportunities for expanded 


sales of pumps and allied products into the Industrial and 
Commercial segments of the market. In addition, EPM pro- 
vides GSW a manufacturing base in Western Canada. 


In August, GSW acquired Commando Chrome Plating 
Co. Ltd., of London, Ontario. Commando Chrome Plating 
specializes in nickel chrome plating and zinc plating. The 
manufacturing plant is modern, well-equipped, and effi- 
cient. The nickel chrome production line is semi- 
automatic and produces competitive plated parts for a 
variety of commercial interests, such as the appliance, 
building, and automobile industries. The zinc production 
line has fully-automatic equipment and is capable of pro- 
ducing small and large parts for the plumbing, building 
and foundry industries. 

Before the acquisition, GSW was a major customer of 
Commando Chrome Plating for chrome plated re- 
frigerator and range racks. 


Peet 


en 


eam 5 


20 


Report of the 
Board of Directors 


To the Shareholders: 

Sales in 1974 increased by 2% to $122,339,000 from 
$119,948,000 in 1973. Appliance Division sales volume de- 
clined in 1974, with the planned phase-out of some pur- 
chased products, and the sharp decline in fourth quarter 
demand from the 1973 level. Water Heater sales declined in 
1974 as aresult of production constraints associated with the 
start-up of new facilities; however output reached planned 
levels in the fourth quarter. All other divisions showed sales 
increases in 1974. 

Net income for the year was $3,119,000 or 74c per share 
compared to $502,000 or 9c per share in 1973. Appliance 
Division profits showed significant improvement from 1973, 
when profits were depressed by large start-up costs, and 
inability to offset cost increases with price increases. The 
divisions’ ability in 1974 to offset the rapid escalation in 
material, labour and interest costs, became increasingly dif- 
ficult by year-end. The Water Heater Division was the only 
part of our operation which did not record improved earn- 
ings, and this was due to establishing a major new manufac- 
turing facility in Fergus, Ontario early in 1974. 

A major capital investment in automated Water Heater 
facilities was completed in 1974 and has added important 
production capacity while enabling the company to achieve 
improved costs. Facility improvements were also made to the 
Freezer Division’s Fergus plant and to the Pump Division’s 
galvanizing facilities. 

Accounts receivable levels throughout the year reflected 
careful control. Inventory levels remained in good control 
during the first six months but subsequently showed a rapid 
increase due to: 

1. extra materials carried to avoid shortages, 

2. excess materials resulting from production interrup- 

tions due to shortages, 
excess finished goods, especially in the appliance 
area, resulting from a sharp drop in demand in the 
fourth quarter. 
This, combined with inflation, resulted in an increase in 
inventories at December 31, 1974 of $14,063,000 from the 
prior year. However inventories were carefully valued at the 
lower of cost and market, and fixed overhead beyond normal 
levels was not included in the inventory valuation. Accord- 
ingly, bank indebtedness increased by $7,794,000 during the 
year, but will decline in 1975 as the inventories are systemati- 
cally reduced. 


3. 


Organization and Personnel: In February of 1975, after 
14 years of valued contribution to the Board, Miss M. P. 
Hyndman indicated that she would not stand for re-election 
to the Board. In recognition and appreciation of her help and 
assistance, Miss Hyndman has been appointed Director 
Emeritus. 

G. S. MacDonell resigned as Vice-Chairman of the Board 
and a Director. He has been appointed Vice-President — 
Appliance Sales and Distribution. 

In March of 1974, Norman H. Smith was appointed Group 
Vice-President, General Products. Mr. Smith has been as- 
sociated with the company since 1963 when he joined the 
company as Manager, McDougall Division, Beatty Bros., 
Fergus. He has successively held the positions of Sales Man- 
ager, Beatty & McDougall Pump Companies; General Man- 
ager, Pump Division; and Group General Manager, General 
Products. 
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F. O. Price, formerly Vice-President, Manufacturing Ser- 
vices, was appointed Vice-President of our Research and 
Development Centre at Sheridan Park, Ontario. 

During the first half of 1974, the Appliance Division was 
restructured into a sales and distribution division and indi- 
vidual product divisions. General Managers have been ap- 
pointed to each new division. We believe this organization 
will improve our effectiveness in achieving future goals. 


Acquisitions: During 1974, GSW acquired three subsidiaries 
which are being integrated into the operations of the com- 
pany. These purchases were made in accordance with our 
policy of seeking only those acquisitons which will assist us 
in strengthening our marketing and manufacturing 
capabilities, and are within the well defined product areas 
which GSW has chosen. 

Early in 1974, Peabody Barnes (Canada) Limited of 
Bramalea, Ontario, was purchased and is now operated as 
Barnes Pump Company Limited. Its products provide access 
to a new segment of the Canadian pump market. Ongoing 
access to design technology has also been established 
through a licensing agreement with Peabody Barnes Inc. of 
Mansfield, Ohio. 

The purchase of EPM Manufacturing Company Limited in 
Winnipeg, Manitoba, has further advanced GSW into new 
pump markets, and has established our first manufacturing 
base in Western Canada. 

In mid-1974, your company purchased Commando 
Chrome Plating Company Limited of London, Ontario. This 
company provides a major portion of GSW’s chrome plating 
requirements and provides the same service to other 
companies. 

On the preceding pages, details of each of our 16 divi- 
sions’ operations have been provided.We hope this will 
assist you in understanding the scope of your company’s 
operations. 


Outlook: The greatly reduced demand for major consumer 
durables such as appliances, is expected to continue 
throughout 1975. Your company will make a strong effort to 
offset this condition through greater efficiency and produc- 
tivity. We view the prospects for 1975 as uncertain. 

Despite the current economic outlook, we continue to be- 
lieve that long-term demand for our products will be strong. 

The Board wishes to express sincere appreciation to all 
employees of GSW for their combined and individual con- 
tributions to the Company’s progress in 1974. 


On behalf of the Board: 


R. A. Stevens, 
President 


R. M. Barford, 
Chairman 


The past year 
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GSW LIMITED - GSW LIMITEE 


Earnings Per Common Share 
Current Ratio 

Working Capital 
Shareholders’ Equity 
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1974 1973 


($000’s except per share data) 
$122,339 $119,948 


3,119 502 
74 .09 

1.4 to 1 Aes Ke), 
16,023 13, 7A 

$ 19,858 $ 16,995 


Consolidated Statement 
of Income ($000’s) 


GSW LIMITED — GSW LIMITEE 
YEAR ENDED DECEMBER 31 


Net sales 
Income before undernoted items 


Interest on long-term debt 
Interest on other loans 
Depreciation 


Income before income taxes 
Income taxes 


Net income for the year 
Earnings per common share 
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1974 


$122,339 
$ 8,681 
173 
1,701 
1,078 


= EY 
5,729 
2,610 
$ 3,119 


$074 


1973 


$119,948 
$ 3,053 
195 
1,106 
840 


a 

912 
peal) 
$ 502 
$ 0.09 


(See accompanying notes) 


Consolidated Balance Sheet ($000’s) 


December 


31, 1974 


(with comparative figures for 1973) 


GSW LIMITED - GSW LIMITEE 
(Incorporated under the laws of Canada) 


ASSETS 


Current assets: 


InVentories. — fiINISMNEC: QOOS 2c 5365 5.2. chases wi tye ec eh Ee a eee ME eg Oa 
— raw materialS*and works inl PrOCeSS sis wacceeeereesre eee eee ene eee 
Income taxes rECOVErable sé ia...zas.nsdeceds sensi syscnnene een ee ee es eevee ae name nee ne ne easel eee eee 


Prepaid expenses 


Total: CUIMOEMtiaSSOts iciiccccc foc eve cocaa ccs ieee UOT ree nea ne oes 


Fixed assets: 


Land, butldings andsequiprnent i: s..c.c.2:.55-ce. sence cree ose ren ene ee eee eee eee en ere 
Less accumulated*Gepreciation) (cc.c.:cccesncesncegevescecaseeaee ees aeeeee ee ne a emer ee 


Total TiX@GkasSsets inc csccciivsiecevesccevvececc tesa ee nN Rr nS 


Other assets: 


Prepaid: INCOME TAKCS .oiccss sae ca.dactanaastiee cobaeanas havaanlec COgdge cae Ee En See LEaT cea ear eRe ee Cat rer 


On behalf of the Board: 
R. A. Stevens, Director 
R. M. Barford, Director 


Total assets 
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1974 


1973 


$47,380 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 
Bank indebtedness (note 2) 


Pere OrntsiDayaAblesaNd ACCTURC: Charles «515... siwneeteeseate oe paracte na ceenaueslcecccronucncectcmssncn~Sean cies 
nae AN CUCtIeh AXES tay alee see heen ree estes Ne See ea nate eee veeeey eck docant as -eneencsaes 


Dividends payable ................ 


one eninCenlOue. WIthit) ONC VOat ca. oe eee i ene Fare ERs ooo eu racuctsva tects 


ihotalvcurmertaltabilities sz cc sce sccearrces eee enc ease mean ea lees. es teaee ne sd yiwceoeweake 
mamisiOnuor Warranties —INONn-CUITEML POMION ... o.sscsetteeers-s4n-2eecece sare on cneveancuacccscncaacececeesecs 


Long-term debt (note 3).......... 
Total liabilities............ 


Shareholders’ equity: 


Share capital (notes 4 and 5) - 
5% cumulative preferred shares of $100 each redeemable at $105 
Authorized, less redeemed: 20,728 shares 


Outstanding: 

20,728 shares (1,745 shares were purchased for cancellation in 1974) ........... ee 

Common shares without par value — 

Authorized Issued 

Class A 1,361,326 ae LS CRAs PMc a aeeeee per ariaee a e e pe PR ell ale oe one aan 
Class B 20,000,000 Pal heete BW hs Ros cod cot Nee Bee ERR roe eee adh PA dk aR OD 
- 21,361,326 BOT 2 OSGi a rere tre eee ee ee eaten 
BETTIS CET SUN ILS <0 sees cee oats oe cee eater ale eke a seiss aide ater evetaee 
Beet PRNESCE EE ININ) CS oo o2 se eG cere eee Senn eee es sane eRe ee ae ee at nik op Lace ge eect pa clas nent sean’ 
SESE ME SEIATCMOIG OCIS - OCI cte ccc ose le at fear wae esis alse st sca coast seh ansavunadscabfesthenecaxtunpss 
cial HaMmihICS ANG SMATONOIGESTS CQUITY x ona ccs eacun sees ct erce ce co nc asans sacsanas tages <cscedesusauntewosvese 
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1974 


2,073 


774 
1,637 
ant 
362 
15,012 
19,858 
$60,336 


1973 


(See accompanying notes) 


Consolidated Statements of Retained Earnings 
and Contributed Surplus ($000’s) 


GSW LIMITED — GSW LIMITEE 
YEAR ENDED DECEMBER 31 


RETAINED EARNINGS 
Balance, beginning of year 
Add net income for the year 


Deduct dividends on preferred shares 
Balance, end of year 


CONTRIBUTED SURPLUS 
Balance, beginning of year 
Add profit on purchase of preferred shares 


Balance, end of year 


(See accompanying notes) 
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Consolidated Statement of Source and 
Application of Funds ($000’s) 


GSW LIMITED - GSW LIMITEE 
YEAR ENDED DECEMBER 31 


Funds were derived from: 
Operations — 
Net income for the year 
Less dividends on preferred shares 


Income retained 

Depreciation 

Reduction (increase) in prepaid income taxes 
Provision for warranties — non-current 


Funds from operations 
Issue of common shares 
Increase in bank indebtedness (net of cash) 


Funds were applied to: 
Purchase of fixed assets (net) including $510 in 
1974 on purchase of subsidiary companies 
Increase non-cash net current assets 
Reduce long-term debt 
Redeem preferred shares 
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(See accompanying notes) 


Notes to Consolidated Financial 
Statements 


GSW LIMITED — GSW LIMITEE 
DECEMBER 31, 1974 


1. Summary of significant accounting policies 
The following is asummary of certain significant accounting 
policies followed in the preparation of the consolidated 
financial statements: 
(a) Basis of consolidation — 
The consolidated financial statements reflect a con- 
solidation of GSW Limited-GSW Limitee, GSW Ap- 
pliances Limited, McDonald Appliance Service Lim- 
ited, The Easy Washing Machine Company Limited, 
Duro Aluminium Limited, Sta-Rite Industries of Canada 


straight-line basis over the estimated useful life of such 
goodwill. 
In prior years the company has followed the practice of 
writing off the amounts paid for goodwill on the 
acquisition of subsidiary companies by a direct charge 
to retained earnings at the date of acquisition. 

(e) Product warranty costs — 
Anticipated costs related to product warranty are re- 
corded in the year in which the product is sold. 

(f) Pension plan costs (see also note 7) - 


Limited, Barnes Pump Company Limited, EPM Manu- 
facturing Company Limited, and Commando Chrome 


Plating Company Limited. 
(b)Inventory valuation — 


Inventories are valued at the lower of cost and market. 
Cost is determined principally on a first-in, first-out 
basis. Cost includes material, labour and variable and 
fixed manufacturing overhead costs. No fixed man- 
ufacturing overhead costs are included in inventory 
valuation on quantities judged to be in excess of nor- 
mal minimum inventory levels. Market value is net 
realizable value for finished goods and work in process 


and replacement cost for raw materials. 
(c) Fixed assets and depreciation — 


Fixed assets are stated at acquisition cost, including 


transportation and installation charges. 


Costs relating to improvements in pension benefits 
granted by the company for employment in prior 
periods are amortized over fifteen years from the date 
such costs are established, or to December 31, 1989, 
whichever comes later. 

(g)Income taxes — 
Taxable income differs from income reported in these 
financial statements principally because warranty 
costs become tax deductions when paid rather than 
when provided for in the accounts and because there 
are differences between depreciation claimed as tax 
deductions and that recorded. Appropriate provision is 
made for the prepaid or deferred income tax effect of 
these differences. 

(h)Other significant policies — 
Continuing research and development costs are rec- 


Generally, depreciation is determined using the declin- 

ing balance method. This results in accumulated de- 

preciation of approximately two thirds of the cost of an 

asset during the first half of its estimated useful life. 
(d)Goodwill - 

The cost of goodwill arising on acquisitions of sub- 

sidiaries will be amortized by charges to income ona 


ognized as expenses when incurred. Engineering, tool- 
ing and patent costs are treated in the same manner. 


2. Bank indebtedness 

The bank borrowings are secured by a simple debenture 
containing a fixed charge on fixed assets and a floating 
charge on other assets. 


29 


3. Long-term debt 
The long-term debt consists of: 
6% mortgages payable, due 
December 31, 1981 
Less amounts due within one year 


Annual principal repayments amount to $170,000 to 1980, 
with a final payment of $1,700,000 on December 31, 1981. 


4. Share capital 
The Class ‘‘A’’ and Class ‘‘B’’ common shares are equal in all 
respects except that the Class ‘‘A’’ common shares have 100 
votes per share and the Class ‘‘B’’ common shares have one 
vote per share. A holder of Class ‘‘A’’ common shares, at any 
time may convert them into an equal number of Class ‘‘B”’ 
common shares. During the year 164 Class ‘‘A’”’ shares were 
converted into Class ‘‘B’’ shares. Under the terms and condi- 
tions relating to the 5% cumulative preferred shares, a sink- 
ing fund is to be set aside by July 1st each year for the 
purchase or redemption of these shares, the amount being 
determined in accordance with a formula based on the con- 
solidated net income for the previous year. As a result of 
preferred share purchases made during 1974 and early in 
1975, no preferred shares need be called for redemption 
during 1975. 
5. Share options 
At December 31, 1974 options on 30,000 Class ‘‘B”’ shares are 
outstanding. 
Option prices on these shares are as follows: 

15,000 Class ‘‘B’’ shares at $4.00 per share 

15,000 Class ‘‘B”’ shares at $4.38 per share 
The exercise of these options would not materially dilute 
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earnings per share. 
There were no options granted or exercised during 1974. 


6. Acquisitions of subsidiary companies 

During the year the company acquired all of the outstanding 
shares of Barnes Pump Company Limited, EPM Manufactur- 
ing Company Limited and Commando Chrome Plating Com- 
pany Limited, for cash consideration of $572,000 represent- 
ing $510,000 for fixed assets at fair value, and $62,000 for 
working capital. 


7. Pension plans (See also note 1.(f) ) 

There are anumber of pension plans for present and retired 
employees of the company and its subsidiaries. Based upon 
the most recent actuarial valuations the total estimated un- 
funded liabilities as at December 31, 1974 amount to approx- 
imately $3,500,000, of which $1,400,000 relates to additional 
benefits granted during the year for employment in prior 
periods. 


8. Remuneration of directors and officers 

The company has eleven directors. The aggregate remunera- 
tion of directors as directors was $30,000 in 1974 and $32,000 
in 1973. The company has eleven officers of whom four are 
also directors. The aggregate remuneration of officers as 
officers was $629,000 in 1974 and $432,000 in 1973. 

9. Lease agreements 

Under the terms of various lease agreements the company is 
obligated to an average annual commitment for the next five 
years of $423,000. 


10. Fixed asset commitments 

At December 31, 1974 the company was committed to ap- 
proved programs which on completion will result in addi- 
tions to fixed assets of approximately $870,000. 


Auditors’ Report 


To the Shareholders of | 
GSW Limited - GSW LIMITEE 


We have examined the consolidated balance sheet of GSW 
Limited - GSW Limitée and its subsidiary companies as at 
December 31, 1974 and the consolidated statements of in- 
come, retained earnings, contributed surplus and source 
and application of funds for the year then ended. Our exami- 
nation included a general review of the accounting proce- 
dures and such tests of accounting records and other 
supporting evidence aS we considered necessary in the 
circumstances. 

In Our opinion these consolidated financial statements 
present fairly the financial position of the companies as at 
December 31, 1974 and the results of their operations and the 
source and application of their funds for the year then ended, 
in accordance with generally accepted accounting princi- 
ples applied on a basis consistent with that of the preceding 
year. 


Clarkson, Gordon & Co. 


Toronto, Canada Chartered Accountants 
February 26, 1975 
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Five-Year Review 


(in thousands except per share data) 


GSW LIMITED - GSW LIMITEE 
YEAR ENDED DECEMBER 31 


GSW RESULTS FOR THE YEAR 


Net Sales $122,339 $119,948 $112,084 $64,675 
Net Income before extraordinary items 655 
Net Income after extraordinary items 763 
Earnings per common share (see note) 

Before extraordinary items : : j : ak) 

After extraordinary items : ; é 3 stay 
Depreciation 469 
Additions to fixed assets 1,169 


GSW FINANCIAL HIGHLIGHTS AT YEAR-END 


Working capital 

Current ratio 

Fixed assets at net book value 

Total assets 

Long-term debt 

Shareholders’ equity 16,995 


Common shares outstanding (see note) 4,072 
Preferred shares outstanding 22 


Note: Common share data for 1972 and prior years has been 
adjusted to give effect to a 2 for 1 stock split in 1973. 
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127 Years Ago 


In the Days before Canada became a nation, a young man 
named John McClary walked the streets of London, Ontario 
(then a settlement of about 4,000 people) in search of a 
humble dream — vacant shop premises. A 22-year old farm 
boy with a natural bent for things mechanical, an infinite 
capacity for work and a great deal of imagination, John soon 
found and rented a shop. Armed with a few sheets of metal, 
hammers and shears, John and his brother Oliver began 
shaping and pounding their first pots and pans. At day’s end, 
the McClary’s peddled their wares from door to door. 

The business thrived, and, two years later, John McClary 
purchased a small foundry on York Street. Cookware was 
still the prime product, but the addition of the foundry en- 
abled him to forge ploughs and stoves, and later, furnaces, 
ice boxes and a myriad of other products. 

Eleven years after John McClary opened his tinshop, the 
second thread was introduced to the intricate weave of the 
GSW corporate pattern. In Montreal, a bearded Scot named 
Thomas Davidson was gleaning all the knowledge he could 
about a new German process for bonding glass to metal: in 
1858, he established Canada’s first enamelling plant on 
Notre Dame Street. Some twenty years later, the burgeoning 
company re-located on Delisle Street — the root of GSW 
Montreal Housewares manufacturing complex. 

In Toronto, in the year of Confederation, the Dominion Tin 
and Stamping Works hung out its shingle at Queen and 
Sherbourne Streets. Eighteen years later, the company was 
purchased by two young men from Quebec’s Eastern Town- 
ships, Sir Edward and William Kemp. The corporate name 
was changed to Sheet Metal Products. 

Before 1919, American-made Easy washing machines 
were sold in Canada. However, in that year, the Syracuse 
Washing Machine Company opened an assembly shop on 
Toronto’s Clinton Street ina move to circumvent high import 
duties. Nine years later, the U.S. interests were purchased by 
two Toronto industrialists: C. H. Carlyle and A. Ross. Under 
new management, the company successfully tooled up and 
produced the first enamel tub washers. 

In 1927, six of Canada’s leading manufacturers had joined 
forces to form General Steel Wares. Partners in this industrial 
marriage were the McClary Manufacturing Co.; Sheet Metal 
Products; The Thomas Davidson Co.; E. T. Wright and Sons; 
Aubrey et Fils and The Happy Thought Foundry, of Brantford. 

Developments followed slowly but steadily: for the next 31 
years, General Steel Wares integrated its forces and consoli- 
dated its market position. In the fall of 1958, the Easy Wash- 
ing Machine Company was acquired by General Steel Wares. 
In 1962, General Steel Wares was acquired by Beatty Bros, 
and the latter's operations became the Beatty Division. In 
1967, Duro Aluminum Ltd. of Hamilton was acquired, and, 
more recently, Knight Industries of Dundas, Ontario. 

Later acquisitions included (in 1970) Sta-Rite Industries of 
Canada Limited (water pumps and fluid-handling systems), 
and, in 1971, the household appliance manufacturing con- 
cern of Moffats Limited of Weston, Ontario. 

In 1970, the company name was changed to GSW 
Limited/Limitée. 
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Beatty celebrates 100 years! 


The origins of the various companies which comprise GSW 


are diverse: some reach back into Canada’s Pre- 
Confederation history. 

In Fergus, Ontario, the former Beatty Bros. Limited (now 
the main operation of GSW General Products Group) cele- 
brated its 100th year of activity in 1974. 

The founders, George and Matthew Beatty decided in 1874 
to combine their formidable talents. They rented a vacant 
6,000 square foot building, which had originally been the old 
Fergus Temperance Hall, and, with six employees, embarked 
on the production of farm equipment which would one day 
link the name Beatty indelibly with Canadian agriculture. 

In 1879, a factory on the site now occupied by the GSW 
Freezer Division, was purchased. (It had previously been the 
Grindley Farm Implement Factory). The following year, Fer- 
gus was linked with Toronto by the completion of the Credit 
Valley Railway line and a mini economic boom took place in 
the town — particularly with the thriving Beatty concern. The 
foundations of the present Hill Street factory and office were 
laid in 1911; in 1912, the Beatty’s made their first move into 
laundry products by acquiring Wortman & Ward, of London, 
Ontario. By 1929, the Beatty venture was established as the 
largest manufacturer of washing machines and ironers in 
Canada, with an output greater than all other Canadian 
producers combined. 
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From the early 1900’s to the 1950’s, acquisitions continued 
steadily, broadening the Beatty product range and markets. 
Annual sales of under $50,000 at the turn of the century 
exceeded $10,000,000 in 1961, when control of the organiza- 
tion passed out of the hands of the Beatty family. 

The century of Beatty has seen practically every social and 
economic change which has made Canada the country it is 
today. 

For the town of Fergus, the close relationship with Beatty 
and now with GSW continues and, as the largest employer, 
GSW contributes significantly to the community and its 
people. The Fergus water tower is now painted blue instead 
of green, and the name GSW has replaced Beatty, but the 
tradition of stability and togetherness that was begun 100 
summers ago still remains. 


oe 


